SENATE BILL REPORT
SB 5999

As Reported By Senate Committee On:
Ways & Means, March 7, 2005

Titlee An act relating to the taxation of contracts to administer parking and business
improvement areas.

Brief Description: Exempting service contracts to administer parking and business improvement
areas from excise taxation.

Sponsors: Senators Prentice and Brown.

Brief History:
Committee Activity: Ways& Means. 3/2/05, 3/7/05 [DPS].

SENATE COMMITTEE ON WAYS & MEANS

Majority Report: That Substitute Senate Bill No. 5999 be substituted therefor, and the
substitute bill do pass.

Signed by Senators Prentice, Chair; Doumit, Vice Chair; Fraser, Vice Chair; Zarelli,
Ranking Minority Member; Brandland, Fairley, Hewitt, Kohl-Welles, Parlette, Pflug,
Pridemore, Rasmussen, Regala, Roach, Rockefeller and Schoedler.

Staff: Terry Wilson (786-7433)

Background: The salestax is paid on each retail sale of most articles of tangible personal
property and some services. The usetax isimposed on the use of articles of tangible personal
property when the sale or acquisition has not been subject to the sales tax. The use tax
commonly applies to purchases made from out-of-state firms. The state imposes a general tax
of 6.5 percent of the selling price in the case of the salestax and of the value of the article used
in the case of the use tax. Cities, counties, and other taxing districts may impose sales and use
taxes at various rates. The total state and local sales and use tax rates imposed are between 7
percent and 8.9 percent, depending on the location.

The business & occupation (B&O) tax is levied for the privilege of doing business in
Washington. The tax is levied on the gross receipts of all business activities conducted within
the state. There are no deductions for the costs of doing business. Persons engaged in
retailing collect the sales tax from consumers and pay the retailing B& O tax at the rate of
0.471 percent. Persons performing services do not collect the sales tax and pay the service
B& O tax at therate of 1.5 percent.

Cities may also impose B& O taxes. With some exceptions, cities may adopt their own tax
exemptions, credits, deductions, and other preferences, as well as tax classifications and tax
rates.
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Counties, cities, and towns may create parking and business improvement areas for the: (1)
construction, acquisition or maintenance of parking facilities; (2) decoration of public areas;
(3) promotion of public events in public places in the area; (4) furnishing of music in any
public place in the area; (5) maintenance and security of common public areas; and (6)
management, planning and promotion of the area, including the promotion of retail trade
activitiesin the area. The activities are financed through a specia assessment that isimposed
on businesses and multifamily residential and mixed use projects in the area. The local
government may contract with achamber of commerce or other similar business association to
administer the operation of a parking and business improvement area.

Summary of Substitute Bill: State and city B& O taxes do not apply to amounts received by a
chamber of commerce or similar business association for administering the operation of a
parking and business improvement area.

Substitute Bill Compared to Original Bill: The substitute removes the section making the
bill retroactive to December 31, 1999.

Appropriation: None.

Fiscal Note: Reguested on February 18, 2005.

Committee/Commission/Task Force Created: No.

Effective Date: Ninety days after adjournment of session in which bill is passed.

Testimony For: Businessimprovement areas (BIA) provide maintenance, public safety, and
economic development functions. They sweep streets, remove graffiti, collect trash, and
provide jobs to the homeless. BIA's do what government would otherwise do. Business
owners get together and agree to tax themselves. It was never the intent to subject these
activities to business and occupation taxes. No BIA has paid the taxes. There is no
significant fiscal impact.

Testimony Against: None.

Who Testified: PRO: Mark Barbieri, Seattle Metropolitan Improvement District; Kate
Joncas, Downtown Seattle Association; Rodney Kauffman, Building Owners & Managers
Association; Mike Edwards, Downtown Spokane Partnership; Paul A. Ellis, Tacoma- Local
Dev. Council.
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